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Introduction

A

This special report is prepared pursuant to T.C.A. §49-4-903(b), which directs the
Tennessee Higher Education Commission (THEC) to:

“...provide assistance to the general assembly and to the Tennessee
Student Assistance Corporation (TSAC) by researching and analyzing
data concerning the scholarship and grant programs created under this
part, including, but not limited to, student success and scholarship
renewal.”

This report comes at a time when the Tennessee Education Lottery Scholarship (TELS)
program is at a critical juncture. Over the past several months, the program has
undergone extensive review for long-term sustainability in the face of burgeoning
expenditures. Projections released by the University of Tennessee Center for Business
and Economic Research in August, 2010 warned that program expenditures will
continue to exceed revenues. In response, the Lottery Stabilization Task Force urged
higher education leaders to provide information and analysis to inform decision
making for program improvement. A number of working group meetings have taken
place among state and system-level leaders and other stakeholders to fully discuss
policy alternatives to enhance the effectiveness of the lottery scholarship. The
discussion process has produced a wealth of data and analyses, revealing aspects of
the program that were previously unknown. This report shares some of findings
presented throughout the process and through independent study by THEC over the
last year.

This report is divided into four chapters:

e Impact of the Provisional Renewal Rule provides analyses of the impact of T.C.A.
§49-4-911 (a)(2), a new lottery scholarship renewal rule adopted by the 105th
General Assembly in 2008. This provision became effective in the Fall 2008
semester, lowering the previous scholarship renewal criteria.

e Impact of the Lower GPA Requirement at the 48 Hour Benchmark on College
Retention analyzes the impact of the revised scholarship renewal rule on college
retention rates. The revised renewal rule, also adopted during the 105t General
Assembly in 2008, lowered the minimum GPA criteria at the benchmark of 48
cumulative credit hours from 3.0 to 2.75.

e Lottery Scholarship and Affordability examines the extent to which the lottery
scholarship has contributed to reducing student payments for the cost of higher
education across different levels of family income. It also explores how unmet
needs can be reduced through the TELS program.



e The General Assembly Merit Scholarship and its Outcomes analyzes scholarship
renewal and college completion for the high-achieving students in the General
Assembly Merit Scholarship (GAMS) program.

The majority of data and analyses in this report are based upon data prior to Fall
2010. Prior to Fall 2010, all headcount data were based on fourteenth day enrollment
and were available near the middle of the term. Beginning in Fall 2010, THEC has
started to collect end-of-term enrollment student information as specified by the
Complete College Tennessee Act of 2010. The responsible organizations are presently
submitting Fall 2010 data to THEC. The upcoming 2011 Lottery Scholarship Annual
Report, which will be released upon the completion of the current data collection, will
include data and analyses for the 2010-11 academic year.



A

Chapter 1 : Impact of the Provisional
Renewal Rule

Abstract

This report provides analyses of the impact of T.C.A. §49-4-911 (a)(2), a new lottery
scholarship renewal rule adopted by the 105t General Assembly in 2008. This provision
became effective in the Fall 2008 semester, allowing certain students to renew a lottery
scholarship if they failed to meet existing scholarship renewal criteria. The report
explains characteristics of provisional recipients as well as the rule’s impact on
scholarship renewal and graduation rates. The report finds that students who qualified
for a lottery scholarship on the basis of ACT or High School GPA alone were more than
twice as likely to take advantage of the provisional path to scholarship renewal as
compared to students who qualified on the basis of both ACT and High School GPA.



Executive Summary

A

¢ During the 2008-09 academic year, the provisional renewal rule enabled 1,185
students to maintain their lottery scholarship eligibility. The state expenditure for
these additional students was $2.9 million. The expense for this provision was $4.3
million in 2009-10.

e Of the students who received the scholarship, certain demographic groups were
better represented among students on the provisional path.

> The share of male recipients was higher among provisional recipients than
non-provisional recipients, 41.0 percent to 38.5 percent;

> The share of African American students among provisional recipients was
almost double as compared to non-provisional students; and

> Provisional scholarships have served a higher proportion of lower-income
students than the traditional lottery scholarship.

e Students who met initial scholarship criteria based on either high school GPA
alone or ACT alone were more than twice as likely to become provisional recipients
as compared to those who qualified on the basis of both ACT and GPA.

> 4.4 percent of students who qualified based on high school GPA and ACT for
initial scholarship eligibility went into the provisional path, as compared to
10.6 percent of students who qualified only on the basis of high school GPA,
and 9.6 percent who qualified solely on the basis of the ACT.

e A lottery scholarship recipient’s chance of becoming a provisional recipient by the
fourth year of college is 4.8 percent.

> Of all Fall 2006 entering freshmen with lottery scholarships—the first cohort
group that received the full benefit of the provision—4.8 percent were on the
provisional path by Fall 2010.

o The fall-to-fall scholarship renewal rate for Fall 2008 provisional recipients (who
started the provisional track at the 72 credit-hour benchmark) was 49 percent.

> 23.5 percent of the provisional recipients returned to the traditional path in
Fall 2009 by returning to a cumulative GPA of 3.0 or higher at the next 24
hour benchmark.



Introduction

A

Overview of T.C.A. §49-4-911 (a)(2)

T.C.A. 849-4-911 (a)(2) is a provision that was added in 2008 under the section for
scholarship renewal requirements in the Tennessee Education Lottery Scholarship
(TELS) program. Students’ scholarship eligibility is evaluated at every 24 credit hours.
Students must meet specified renewal criteria at each benchmark to maintain
scholarship eligibility. Traditionally, at the first benchmark (i.e., 24 credit hours),
students were required to have at least a 2.75 cumulative GPA; the GPA threshold
increased to 3.0 at subsequent benchmarks.!

The newly introduced provision slightly relaxed these renewal rules at benchmarks of
72 credit hours and after2. It allows students who would have lost scholarships under
the previous renewal criteria to maintain scholarships as long as they:

e have attempted at least 72 cumulative credit hours;

e have maintained a cumulative grade point average of at least 2.75;

e have earned a semester grade point average of at least 3.0 for the semester in
which continuing eligibility was reviewed,;

e have enrolled full-time in the semester when continuing eligibility was
reviewed; and

e will enroll full-time in the subsequent semester.

Once students become subject to the provisional rule, their scholarship eligibility will
be evaluated every semester regardless of their cumulative credit hours. If their
cumulative GPA recovers to 3.0 or above at a subsequent benchmark, their
scholarship status will be returned to the traditional track and they will be reviewed
under the regular renewal criteria from the next benchmark on.

! These rules are applicable to HOPE, ASPIRE, and General Assembly Merit Scholarship (GAMS) only.
2 The 105t General Assembly in 2008 also amended the renewal rule defined in T.C.A. §49-4-911 (a)(1 ), lowering the
GPA threshold at the 48 hour benchmark to 2.75.




Program Size and Recipient
Demographics

Program Size and Scope

A

Table 1-1 shows the numbers of students who received lottery scholarships in the
provisional path, and associated expenses, during academic years 2008-09 and 2009-
10. In 2008-09, the new renewal rule enabled 1,185 students to maintain their
scholarships at a cost to the State of approximately $2.9 million. The total recipient
headcount and the State’s expenditure increased to 1,701 students and $4.3 million

in 2009-10.

Table 1-1 : Scholarship Recipients and Dollars Awarded Under T.C.A. §49-4-911(a)(2),
AY 2008-09 and AY 2009-10

Seotor Students (Unduplicated) Dollars Average Amount
AY 2008-09 | AY 2009-10 | AY 2008-09 | AY 2009-10 | AY 2008-09 | AY 2009-10
TBR 4-year 560 773 1,466,067 1,996,274 2,618 2,583
TBR 2-year 33 63 30,463 79,000 923 1,254
UT System 351 522 843,809 1,352,765 2,404 2,592
Independents 241 343 595,230 877,273 2,470 2,558
Total 1,185 1,701 | 2,935,569 | 4,305,312 2,477 2,531

Note: 2009-10 scholarship expenditures for students who returned to the traditional path (totaling less than $500,000)
are not included in this table.

Source: Tennessee Student Assistance Corporation (TSAC) Free Application for Federal Student Aid (FAFSA) Data

In Fall 2009, the number of provisional recipients was 884, which accounted for 6.1
percent of the total number of TELS recipients with 72 or more credit hours (Table 1-
2). Community colleges had the highest percentage at 9.6 percent, as compared to 6.9
percent at the Tennessee Board of Regents’ universities, 5.3 percent at the University
of Tennessee campuses, and 5.4 percent at Tennessee private institutions.

Table 1-2 : Percentage of TELS Students who Received Scholarships in the Provisional

Path, Fall 2009

Sector Provisional All TELS %
Students Recipients
TBR 4-year 422 6,075 6.9%
TBR 2-year 30 312 9.6%
UT System 266 5,018 5.3%
Independents 166 3,101 5.4%
Total 884 14,506 6.1%

Note: “All TELS Recipients” is limited to TELS recipients with 72 or more cumulative credit hours. Award must have
been received in Fall 2009.

Sources: Tennessee Higher Education Commission Student Information System (THEC SIS) and TSAC FAFSA Data



Demographics of Provisional Recipients

Gender

Table 1-3 shows the distributions of provisional and non-provisional recipients by
gender and higher education sector in Fall 2009. For the Tennessee higher education
total, female recipients constituted 59.0 percent of provisional recipients and 61.5
percent of non-provisional recipients. The share of male recipients was higher among
provisional recipients than non-provisional recipients, 41.0 percent to 38.5 percent.

Table 1-3 : Distributions of Provisional and Non-provisional Recipients, Fall 2009, by
Gender and Sector

Provisional Non-Provisional
Sector Female Male Female Male
TBR 4-year 59.7% 40.3% 62.5% 37.5%
TBR 2-year 70.0% 30.0% 80.5% 19.5%
UT System 54.9% 45.1% 56.2% 43.8%
Independents 62.0% 38.0% 66.1% 33.9%
Total 59.0% 41.0% 61.5% 38.5%

Note: For comparison purposes, “non-provisional students” is limited to recipients who were not in the provisional
track with cumulative credit hours of 72 or above.
Sources: THEC SIS and TSAC FAFSA Data

Race/ Ethnicity

Table 1-4 shows the proportions of provisional and non-provisional recipients by
race/ethnicity and sector in Fall 2009. Caucasian recipients comprised 81.6 percent of
provisional recipients and 86.4 percent of non-provisional recipients. African American
students represented 11.4 percent of provisional recipients and 6.1 percent of non-
provisional recipients. The share of African American students among provisional
recipients was almost double compared to non-provisional students.

Table 1-4 : Distributions of Provisional and Non-provisional Recipients, Fall 2009, by
Race, Ethnicity, and Sector

Provisional Students Non-Provisional
Sector White African American Other White African American Other
TBR 4-year 77.7% 14.0% 8.3% 84.3% 8.2% 7.5%
TBR 2-year 86.7% 10.0% 3.3% 89.7% 4.3% 6.0%
UT System 85.7% 10.5% 3.8% 89.5% 4.2% 6.3%
Independents 83.7% 6.6% 9.6% 85.2% 5.5% 9.3%
Total 81.6% 11.4% 7.0% 86.4% 6.1% 7.4%

Note: Non-provisional students are limited to recipients who were not in the provisional track with cumulative credit
hours of 72 or above.
Sources: THEC SIS and TSAC FAFSA Data



Income

Tables 1-5 and 1-6 compare income distributions between provisional and non-
provisional recipients across different higher education sectors for Fall 2009
recipients. Scholarship recipients are broken into nine groups according to their family
income level as measured by adjusted gross income, with above $96,000 being the
highest income category.

For the Tennessee higher education overall, the highest income group accounted for
the largest share of scholarship recipients among both provisional and non-provisional
recipients, at 30 percent and 38 percent, respectively. The income distribution for
provisional students leans more toward the lower end of the income spectrum than for
non-provisional students, indicating that provisional scholarships have served a
higher proportion of lower-income students than has the traditional lottery
scholarship.

Table 1-5 : Family Income Distribution of Provisional Recipients, Fall 2009

Family Income Level (Adjusted Gross Income)
Syt $12,000 12,001- 24,001- 36,001- 48,001- 60,001- 72,001- 84,001- above Grand Total
orless 24,000 36,000 48,000 60,000 72,000 84,000 96,000 $96,000
TBR 4-year 13.1% 8.0% 9.4% 9.7% 9.0% 10.2% 6.8% 5.1% 28.8% 100%
TBR 2-year 28.6% 17.9% 10.7% 7.1% 0.0% 10.7% 3.6% 10.7% 10.7% 100%
uT 5.7% 8.6% 7.0% 4.5% 9.8% 6.6% 3.7% 11.1% 43.0% 100%
Independents 7.5% 9.9% 9.9% 8.7% 7.5% 9.3% 9.9% 6.2% 31.1% 100%
Grand Total 9.0% 8.0% 8.5% 7.3% 8.2% 8.2% 5.8% 7.2% 30.0% 100%

Sources: THEC SIS and TSAC FAFSA Data

Table 1-6 : Family Income Distribution of Non-provisional Recipients, Fall 2009

Family Income Level (Adjusted Gross Income)
e $12,000 12,001- 24,001- 36,001- 48,001- 60,001- 72,001- 84,001- above Grand Total
orless 24,000 36,000 48,000 60,000 72,000 84,000 96,000 $96,000
TBR 4-year 6.6% 8.3% 9.7% 8.6% 8.5% 9.1% 9.3% 8.4% 31.4% 100%
TBR 2-year 18.8% 17.7% 10.7% 7.4% 10.7% 9.2% 6.3% 5.9% 13.3% 100%
uT 5.5% 5.8% 6.3% 6.2% 6.9% 6.9% 8.1% 7.5% 46.9% 100%
Independents 6.5% 7.8% 9.3% 6.7% 7.4% 7.5% 7.8% 8.1% 38.8% 100%
Grand Total 6.2% 7.5% 8.4% 7.4% 7.8% 8.1% 8.6% 8.1% 38.3% 100%

Notes: Non-provisional recipients are limited to only scholarship recipients with cumulative credit hours of 72 or above.
Sources: THEC SIS and TSAC FAFSA Data



Pathways to the Provisional Track

Q

Chances of Entering the Provisional Path

Table 1-7 exhibits percentages of TELS recipients in the provisional path by
scholarship cohort group and institutional sector, demonstrating the eventual
likelihood of becoming provisional recipients for first-time TELS freshmen. The
percentage values in the table refer to the numbers of students who renewed their
scholarship eligibility in the provisional path at least once by Fall 2010 relative to the
entire cohort headcount of TELS recipients. The scholarship cohort year represents
the fall term when freshman students received lottery scholarships for the first time.

The table demonstrates that the share of TELS recipients in the provisional path
gradually increased from 0.9 percent of the Fall 2004 cohort to 4.8 percent of the Fall
2006 cohort. However, Fall 2004 and 2005 cohorts were already in their fifth and
fourth years when the provisional renewal rule was adopted in Fall 2008, and thus
these two groups probably did not fully benefit from this change. A couple more years
of data are necessary to develop stable estimates of probability for TELS freshmen to
become provisional recipients.

Table 1-7 : Percentages of First-time TELS Freshmen Who Received Scholarships in
the Provisional Path at Least Once by Fall 2010: Fall 2004 through Fall 2006 Cohorts

Fall 2004 Cohort Fall 2005 Cohort Fall 2006 Cohort
FTF Provisional % FTF Provisional % FTF Provisional %
TBR 4-year 7,220 85 1.2% 7,184 256 3.6% 7,539 372 4.9%
TBR 2-year 4,384 24 0.5% 4,719 69 1.5% 5,037 130 2.6%
UT System 5,283 61 1.2% 5,345 187 3.5% 5,485 316 5.8%
Independents 3,109 16 0.5% 3,270 106 3.2% 3,428 211 6.2%
Total 19,996 186 0.9% 20,518 618 3.0% 21,489 1,029 4.8%

Sources: THEC SIS and TSAC FAFSA Data

The analysis displayed in Table 1-8 explored the chances of becoming a provisional
student from a different perspective. This approach included only students whose
cumulative credit hours were at or above 72 in Fall 2009, calculating the percentage of
recipients who were in the provisional path by qualification standards met for initial
scholarship eligibility. This analysis excluded students without ACT or high school
GPA data.

The results suggest that academic preparation before entering college makes a
difference in the likelihood of becoming a provisional recipient. Table 1-8 shows that
students who qualified based on high school GPA and ACT for initial scholarship
eligibility are least likely to be in the provisional path (4.4 percent), as compared to
students who qualified only on the basis of high school GPA (10.6 percent) or ACT (9.6
percent). This finding implies that students who qualified for scholarships based on
either high school GPA or ACT alone are more than twice as likely to become
provisional recipients.



Table 1-8 : Percentages of Scholarship Recipients who Were in the Provisional Path, by
Academic Standards Met for Initial Scholarship Eligibility, Fall 2009

Academic Provisional All TELS Provisional %
Standards Met Students Students
GPA & ACT 504 10,981 4.4%
GPA Only 230 1,931 10.6%
ACT Only 103 970 9.6%
Total 837 13,882 5.7%

Note: “All TELS Students” is limited to recipients with cumulative credit hours of 72 or above in Fall 2009.
Sources: THEC SIS and TSAC FAFSA Data

Timing of Becoming a Provisional Recipient

Scholarship recipients can enter the provisional path not only at 72 cumulative credit
hours, but subsequently at every 24 credit hours. Table 1-9 displays the distribution
of provisional students by the benchmark at which they became provisional recipients
for the first time. In Fall 2009, 48.1 percent of new provisional recipients entered at
the 72 hour benchmark, while approximately another one-third of new provisionals
had at least 96 credit hours. The remaining 17.2 percent of recipients had
accumulated 120 or more credit hours before they became provisional recipients.

Table 1-9 : Lottery Scholarship Receipt by Credit Hour Benchmark at which Recipients
Went into the Provisional Path for the First Time, Fall 2009

Credit Hours TBR 4-year TBR 2-year UT System Independents Grand Total
72-95 132 51.8% 19 90.5% 78 46.7% 41 41.0% 251 48.1%
96-119 80 31.4% 2 9.5% 58 34.7% 43 43.0% 181 34.7%
120 and above 43  16.9% - 0.0% 31 18.6% 16 16.0% 90 17.2%
Grand Total 255 100% 21 100% 167 100% 100 100% 522 100%

Source: TSAC FAFSA Data

Academic Standing of Provisional Recipients before Entering the Provisional Path

The following two figures illustrate the academic standing of provisional recipients in
the semester before they entered the provisional track. While Figure 1-1 exhibits the
distribution of cumulative GPA for Fall 2009 provisional recipients, Figure 1-2 shows
the distribution of their term GPAs. Both GPAs were as of the end of Spring 2009, the
last semester before they entered the provisional path. Both cumulative GPAs and
term GPAs are broken into five groups, with 0.05 and 0.2 grade point scales,
respectively.

Figure 1-1 shows that the distribution of cumulative GPA is skewed to the higher end
of the eligible cumulative GPA range, revealing that the largest number of students
entered provisional status with a GPA range of 2.95-2.99. The 2.90-2.94 range forms
the second largest group, followed by the 2.85-2.89 through 2.75-2.79 groups in
descending order. The figure indicates that the closer a student’s cumulative GPA is to
3.0, the higher chance he/she has of becoming eligible for provisional renewal.
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Figure 1-1: Distribution of Cumulative GPA of Fall 2009 Provisional Recipients at the
End of Spring 2009
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Note: Include only first-time provisional recipients in Fall 2009.
Source: TSAC FAFSA Data

To be eligible for the provisional scholarship, students also must have at least a 3.0
term GPA in the semester before they enter the provisional path. Unlike Figure 1-1, the
distribution in Figure 1-2 leans toward the lower end of GPA spectrum, indicating that
the largest number of provisional students were in the lowest eligible range of term
GPA.

Figure 1-2: Distribution of Term GPA of Fall 2009 Provisional Recipients at the End of
Spring 2009
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Note: Include only first-time provisional recipients in Fall 2009.
Source: TSAC FAFSA Data

So, Figures 1-1 and 1-2 paint a picture of the new provisional recipient as someone
who was most likely to have had a cumulative GPA just under 3.0 and a prior term
GPA just above 3.0. Table 1-10 cross-tabulates the data presented in Figures 1-1 and
1-2, showing the distribution of provisional recipients by the combination of
cumulative and term GPAs in the semester before entering the provisional path in Fall
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2009. This table groups scholarship recipients into four groups according to
cumulative and term GPAs, presenting a closer look at students’ academic standing.
The dividing points for cumulative and term GPAs were at 2.875 and 3.5, respectively.
The table shows that students at the higher end of cumulative GPA and the lower end
of term GPA comprised the largest share among the four groups at 43.2 percent,
followed by students with the low term GPA and low cumulative GPA.

Table 1-10: Distribution of Fall 2009, First-time Provisional Recipients by Cumulative
GPA and Term GPA, Spring 2009

Cumulative GPA
Low High
2.75-2.874 | 2.875 - 2.99
Low |3.0-3.49 25.4% 43.2%
T PA
erm G High |3.5-4.0 9.7% 21.7%

Source: TSAC FAFSA Data
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Scholarship Renewal and
Graduation

Q

Scholarship Renewal and Graduation Rates for Provisional Recipients

Under the provisional rule, students can maintain scholarship eligibility with a
minimum term GPA of 3.0 and a cumulative GPA of 2.75 while continuously enrolling
full-time in subsequent semesters. Unlike the traditional path, provisional scholarship
eligibility is evaluated every semester. Once a cumulative GPA of 3.0 is recovered,
however, scholarship status will be transferred back to the traditional path, and

scholarship eligibility will not be evaluated until the next credit hour checkpoint is
reached.

Tables 1-11, 1-12, and 1-13 show fall-to-fall scholarship renewal rates by higher
education sector for Fall 2008 provisional recipients. The Fall 2008 cohort is divided
into three groups based upon the benchmarks at which students entered the
provisional track. Each table displays renewal and graduation rates for each student
group. Table 1-11 exhibits renewal and graduation rates for students who entered the
provisional path in the Fall 2008 term at the 72 credit hour benchmark. The table
reveals that 49.0 percent either maintained scholarships in the following fall semester
or earned a degree by the end of Spring 2009. 23.5 percent of the provisional students
returned to the traditional path in Fall 2009. The cohort group from TBR universities
demonstrated the best performance among the sectors, with a total of 57.1 percent
either maintaining scholarships or attaining degrees.

Table 1-11: Fall-to-Fall Scholarship Renewal Rates for Provisional Recipients, Starting
at the 72 Credit Hour Benchmark in Fall 2008, by Sector

Fall 2008 Fall 2009
Sector Provisional
Cohort Provisonal Traditional Graduated Total

TBR 4-year 84 16.7% 34.5% 6.0% 57.1%
TBR 2-year 6 16.7% 0.0% 33.3% 50.0%
UT System 34 26.5% 5.9% 5.9% 38.2%
Independents 29 3.4% 17.2% 17.2% 37.9%

Total 153 16.3% 23.5% 9.2% 49.0%

Note: “Graduated” includes students who graduated by the end of academic year 2008-09 (earned either associate’s or
bachelor’s degrees).

Sources: THEC SIS and TSAC FAFSA Data

Table 1-12 presents scholarship renewal rates for students who started the provisional
path in the Fall 2008 term with 96 cumulative credit hours. 64.8 percent of them
either maintained scholarships by Fall 2009 or had earned a degree by the end of
Spring 2009.
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Table 1-12: Fall-to-Fall Scholarship Renewal Rates for Provisional Recipients, Starting

at the 96 Credit Hour Benchmark in Fall 2008, by Sector

Fall 2008 Fall 2009
Sector Provisional
Cohort Provisonal Traditional Graduated Total
TBR 4-year 89 14.6% 6.7% 43.8% 65.2%
UT System 63 14.3% 7.9% 44 .4% 66.7%
Independents 30 0.0% 0.0% 60.0% 60.0%
Total 182 12.1% 6.0% 46.7% 64.8%

Note: “Graduated” includes students who graduated by the end of academic year 2008-09 (earned either associate’s or

bachelor’s degrees).

Sources: THEC SIS and TSAC FAFSA Data

Table 1-13 presents scholarship renewal rates for students who started on the
provisional path in Fall 2008 with cumulative credit hours of 120 or above. The table
reveals that, out of 77 students in the entire cohort group, none renewed their
scholarships in the following fall. However, 84.4 percent earned a degree by the end of
Spring 2009. The graduation rate at independent institutions was 100 percent
compared to 76.7 percent for TBR universities and 85.3 percent for UT campuses.

Table 1-13: Fall-to-Fall Scholarship Renewal Rates for Provisional Recipients, Starting
at the 120 Credit Hour Benchmark in Fall 2008, by Sector

Fall 2008 Fall 2009
Sector Provisional
Cohort Provisonal Traditional Graduated Total
TBR 4-year 30 0.0% 0.0% 76.7% 76.7%
UT System 34 0.0% 0.0% 85.3% 85.3%
Independents 13 0.0% 0.0% 100.0% 100.0%
Total 77 0.0% 0.0% 84.4% 84.4%

Note: “Graduated” includes students who graduated by the end of academic year 2008-09 (earned either associate’s or

bachelor’s degrees).

Sources: THEC SIS and TSAC FAFSA Data
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Conclusion

A

The 105t General Assembly in 2008 made two important changes in scholarship
renewal criteria for the Tennessee Education Lottery Scholarship (TELS) program. One
was to lower the minimum cumulative GPA at the 48 credit hour benchmark from 3.0
to 2.75, and another was to add the provisional rule, T.C.A. §49-4-911 (a)(2), to
scholarship renewal criteria. This study focused on the latter amendment.

As an aid to students who made it more than halfway through their undergraduate
careers with their scholarships intact, the provision had an initial implementation cost
of $2.9 million in academic year 2008-09, and approximately 1,200 students benefited
from the provision. The annual expenditure for provisional students in AY 2009-10
was $4.3 million with 1,700 students. This study found male students, African-
American students, and low-income students more likely to be beneficiaries of the
provision as compared to female, non-African-American, and mid-to-high income
students.

The fall-to-fall scholarship renewal rate of provisional students was 49 percent for
students who entered the provisional path at the 72 credit benchmark in Fall 2008.
Approximately 20 percent of the students successfully returned to the traditional
renewal track. For those who became provisional students at the 96 credit benchmark,
the renewal rate was 18.1 percent, but an additional 46.7 percent of the provisional
recipients graduated by the end of Spring 2009. While students undoubtedly have
benefited from this provision, it also should be pointed out that half of provisional
recipients lost scholarships within one year following receipt of the provisional
scholarship. THEC will continue its research efforts in this area.
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Chapter 2 : Impact of the Lower GPA
Requirement at the 48 Hour Benchmark
on College Retention

Abstract

This report analyzes the impact of the revised scholarship renewal rule for the
Tennessee Education Lottery Scholarship (TELS) program on college retention rates. The
revised renewal rule, adopted during the 105t General Assembly in 2008, lowered the
minimum GPA criteria at the benchmark of 48 cumulative credit hours from 3.0 to 2.75.
The report finds that students whose retention in college was most affected by the lower
GPA requirement -- low-income students at community colleges -- accounted for the
smallest share of scholarship funding to “2.75 beneficiaries.” The great majority of
scholarship dollars awarded under this new provision went to mid-to-high income
students who had a nine in ten chance of returning to college without the award.
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Executive Summary

A

This report analyzes the impact of the revised scholarship renewal rule for the
Tennessee Education Lottery Scholarship (TELS) program on college retention rates.
The revised renewal rule, adopted during the 105t General Assembly in 2008, lowered
the minimum GPA criteria at the benchmark of 48 cumulative credit hours from 3.0 to
2.75. This study found that the revised GPA requirement slightly improved college
retention rates, enabling some students to continue their education. However, the
effectiveness of the revised rule is probably not maximized in improving college
retention, given that scholarships have mostly benefited students who likely would
have continued their education regardless of scholarship receipt.

Over the last two academic years, 2008-09 and 2009-10, Tennessee expended an
additional $13.0 million on approximately 3,500 students (hereafter referred to as the
“2.75 beneficiaries”), under the revised GPA rule. A higher proportion of male, ethnic
minority, and lower income scholarship recipients renewed eligibility under the revised
GPA than their counterparts. Students who qualified for initial scholarship eligibility
on the basis of either ACT or High School GPA had a higher chance of becoming 2.75
beneficiaries as compared to students who met the initial criteria based on both ACT
and high school GPA. The fall-to-fall scholarship renewal rate for the Fall 2008 cohort
of 2.75 beneficiaries was 55.8 percent.

A binary logistic regression model revealed that the degree of impact of the lottery
scholarship on college retention rates for students at the 48 credit hour benchmark
varies according to student characteristics. For instance, the model estimated that the
likelihood of college retention for students from mid-to-high income families attending
four-year institutions, the largest constituency of 2.75 beneficiaries, increases only by
3.1 percentage points as a result of lottery scholarships. Meanwhile, the lottery
scholarship improves the chance of college retention by 11 percentage points for
students from low-income families at community colleges. Yet the latter group of lower
income community college students comprised the smallest portion of 2.75
beneficiaries — only 3 percent. These results suggest that the GPA rule change has
mostly provided financial assistance to students who are capable of continuing their
education without scholarships, although the greatest retention benefit derives to low-
income students at low-cost colleges.
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Introduction

A

Overview of T.C.A. §49-4-911 (a)(1)

T.C.A. §49-4-911 (a)(1) defines scholarship renewal rules in the TELS program. This
code mandates that scholarship continuation must be evaluated for all recipients at
every 24 cumulative credit hours. It requires students to maintain a minimum GPA of
2.75 at the 24 and 48 hour benchmarks and 3.0 afterwards3. Prior to Fall 2008, the
GPA threshold at the 48 hour benchmark was set at 3.0. The state legislature lowered
this GPA requirement to 2.75 during the 105th General Assembly in 2008.

Program Size and Scope

Table 2-1 shows the numbers of 2.75 beneficiaries and associated expenses during
academic years 2008-09 and 2009-10. In academic year 2008-09, the new revised rule
enabled 1,607 students to maintain their scholarships at a cost to the state of
approximately $5.9 million. The total recipient headcount increased to 1,856 in the
following academic year. The State’s expenditure increased to $7.0 million.

Table 2-1 : Scholarship Recipients and Dollars Awarded under the Revised GPA Rule
at 48 Hour Benchmark, AY 2008-09 and AY 2009-10

Students (Unduplicated) Dollars
AY 2008-09 | AY 2009-10 | AY 2008-09 AY 2009-10
Total 1,607 1,856 | $ 5,943,850 | $ 7,054,292

Source: Tennessee Student Assistance Corporation (TSAC)

In Fall 2009, 989 recipients renewed their scholarships under the revised GPA rule,
comprising 9.7 percent of all TELS recipients in the same term who had completed
between 48 and 71 credit hours by the beginning of the semester (Table 2-2). The TBR
community colleges had the highest percentage of 2.75 beneficiaries at 11.0 percent,
compared to 10.9 percent at the Tennessee Board of Regents’ universities, 9.4 percent
at the UT campuses, and 6.9 percent at Tennessee private institutions.

3 The 105t General Assembly also amended a scholarship renewal rule at the benchmark of 72 credit hours and
thereafter. Another THEC report, “Impact of the Provisional Renewal Rule”, has detailed explanations and analyses of
this provision.
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Table 2-2 : 2.75 Beneficiaries as a Percent of TELS Students who Earned Cumulative
Credit Hours between 48 and 71, Fall 2009

System Bglllzzclj:rlfes All TELS Recipients %
TBR 4-year 450 4,135 10.9%
TBR 2-year 126 1,143 11.0%
UT System 290 3,100 9.4%
Independents 123 1,778 6.9%
Total 989 10,156 9.7%

Note: “All TELS Recipients” is limited to scholarship recipients with cumulative credit hours between 48 and 71 at the
beginning of Fall 2009.

Sources: Tennessee Higher Education Commission Student Information System (THEC SIS) and TSAC Free Application
for Federal Student Aid (FAFSA) Data
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Characteristics of Recipients

Demographic Characteristics of 2.75 Beneficiaries

Gender

Table 2-3 shows the gender distributions of the 2.75 beneficiaries and the other
recipients who renewed the scholarship with a GPA of 3.0 or above (hereafter referred
to as “Regular Recipients”) by sector. For the Tennessee higher education total, the
females’ share was larger than males’ for both types of recipients, 53.8 percent and
61.8 percent, respectively. Although female students formed the majority for both
recipient groups, female representation among the 2.75 beneficiaries was 8.0
percentage points lower than that of regular recipients, implying that male students
were more likely to benefit from this revision than females.

Table 2-3 : Gender Distributions of 2.75 Beneficiaries and Regular Recipients, Fall
2009, by Sector

2.75 Beneficiaries Regular Recipients
System Female Male Female Male
TBR 4-year 52.0% 48.0% 61.8% 38.2%
TBR 2-year 67.5% 32.5% 71.7% 28.3%
UT System 48.3% 51.7% 57.6% 42.4%
Independents 59.2% 40.8% 63.1% 36.9%
Total 53.8% 46.2% 61.8% 38.2%

Note: “Regular Recipients” is limited to scholarship recipients who maintained the scholarship with 3.0 GPA or above
and cumulative credit hours between 48 and 71 as of the beginning of Fall 2009.
Sources: THEC SIS and TSAC FAFSA Data

Race/ Ethnicity

Table 2-4 shows the proportions of the 2.75 beneficiaries and the regular recipients by
race/ethnicity and sector. Caucasian recipients comprised approximately 79.8 percent
of the 2.75 beneficiaries and 83.9 percent of the regular recipients. African American
students represented 12.0 percent of the 2.75 beneficiaries and 8.2 percent of the
regular recipients. The share of African American students among the 2.75
beneficiaries was almost 1.5 times higher compared to that for the regular recipients.
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Table 2-4 : Racial/Ethnic Distributions of 2.75 Beneficiaries and Regular Recipients,
Fall 2009, by Sector

2.75 Beneficiaries Regular Recipients
System Caucasian Aﬁfeﬁiin Other Caucasian Ajjrle;‘ii;ln Other
TBR 4-year 76.0% 14.4% 9.6% 80.7% 10.6% 8.7%
TBR 2-year 87.3% 4.0% 8.7% 84.9% 8.4% 6.8%
UT System 83.1% 10.3% 6.6% 88.1% 5.8% 6.0%
Independents 78.3% 15.0% 6.7% 83.3% 7.0% 9.7%
Total 79.8% 12.0% 8.2% 83.9% 8.2% 7.8%

Note: “Regular Recipients” is limited to scholarship recipients who maintained the scholarship with 3.0 GPA or above
and cumulative credit hours between 48 and 71 as of the beginning of Fall 2009.
Sources: THEC SIS and TSAC FAFSA Data

Income

Tables 2-5 and 2-6 compare income distributions between the 2.75 beneficiaries and
the regular recipients across different higher education sectors for Fall 2009
recipients. Scholarship recipients are broken into nine groups according to their family
income level as measured by adjusted gross income, with above $96,000 being the
highest income. For Tennessee higher education overall, the highest income group
accounted for the largest share of scholarship recipients among both 2.75
beneficiaries and regular recipients, at 33 percent and 36 percent, respectively. For
the rest of the income groups, the income distributions of both kinds of recipients
draw similar trajectories.

Table 2-5 : Family Income Distribution of 2.75 Beneficiaries, Fall 2009

Family Income Level (Adjusted Gross Income)
Svstem $12,000( 12,001- | 24,001- | 36,001- | 48,001- | 60,001- | 72,001- | 84,001- [ above Grand Total
y or less | 24,000 | 36,000 | 48,000 | 60,000 | 72,000 | 84,000 | 96,000 | $96,000
TBR 4-year 7% 8% 11% 11% 7% 11% 11% 11% 24% 100%
TBR 2-year 9% 10% 11% 12% 11% 12% 10% 12% 12% 100%
UT 3% 8% 6% 7% 8% 8% 6% 8% 46% 100%
Independents 9% 10% 8% 7% 12% 6% 7% 7% 35% 100%
Grand Total 6% 8% 9% 8% 9% 9% 9% 9% 33% 100%

Sources: THEC SIS and TSAC FAFSA Data

Table 2-6 : Family Income Distribution of Regular Recipients, Fall 2009

Family Income Level (Adjusted Gross Income)
Svstem $12,000( 12,001- | 24,001- | 36,001- | 48,001- [ 60,001- [ 72,001- | 84,001- | above Grand Total
. orless | 24,000 | 36,000 | 48,000 | 60,000 | 72,000 | 84,000 | 96,000 | $96,000
TBR 4-year 6% 8% 9% 7% 9% 9% 10% 8% 33% 100%
TBR 2-year 15% 18% 14% 9% 9% 10% 9% 4% 12% 100%
UT 5% 5% 6% 7% 7% 7% 8% 8% 47% 100%
Independents 7% 8% 10% 7% 7% 8% 8% 8% 37% 100%
Grand Total 7% 8% 9% 8% 8% 8% 9% 8% 36% 100%

Note: “Regular Recipients” is limited to scholarship recipients who maintained the scholarship with 3.0 GPA or above
and cumulative credit hours between 48 and 71 as of the beginning of Fall 2009.
Sources: THEC SIS and TSAC FAFSA Data
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Chances of Becoming 2.75 Beneficiaries

Table 2-7 exhibits percentages of TELS recipients (the Fall 2007 cohort) who renewed
scholarships with less than a 3.0 GPA at the 48 hour benchmark by Spring 2011,
showing the likelihoods of becoming 2.75 beneficiaries for each sector. The Fall 2007
cohort was chosen for this analysis because this was the first recipient group to fully
benefit from the revised GPA requirement. According to the table, 7.0 percent of all
first TELS freshmen were able to maintain their scholarship eligibility as a result of
the lower GPA requirement.

Table 2-7 : Percentages of First-time TELS Freshmen who Renewed Scholarships Due
to the Lower GPA Threshold by Fall 2010, Fall 2007 Cohort

Fall 2007 Cohort

First-time TELS 2.75 o

Freshmen Beneficiaries 0
TBR 4-year 8,449 639 7.6%
TBR 2-year 5,852 263 4.5%
UT System 6,005 470 7.8%
Independents 3,486 291 8.3%
Total 23,792 1,663 7.0%

Sources: THEC SIS and TSAC FAFSA Data

Table 2-8 shows the 2.75 beneficiaries as a percent of TELS recipients with
cumulative credit hou